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SUBJECT: Audit Report — Southwest Area’s Efforts in Obtaining Appropriate
Chargeback Credits for Identified Wage Compensation Overpayments and
Refundable Disbursements (Report Number LH-AR-02-003)

This report presents the results of our audit of the Southwest Area’s efforts in obtaining
appropriate chargeback credits for identified wage compensation overpayments and
refundable disbursements (Project Number 01HA064HCO000). The audit was self-
initiated. Our primary objective was to determine whether the Southwest Area’s
automated and manual follow-up procedures were adequate for monitoring previously
identified wage compensation overpayments to employees who had returned to work.

The audit revealed that the Postal Service had policies that would ensure appropriate
chargeback credit adjustments for wage compensation overpayments and third party
liability refundable disbursements were received. However, five of the six Southwest
Area performance clusters we reviewed did not implement automated or manual
follow-up procedures to comply with the policies. The sixth performance cluster had
adequate procedures but had not followed them. As a result, the Postal Service did not
receive chargeback credit adjustments for approximately $286,000. We also projected
there are 223 cases representing wage compensation overpayments valued at
$702,000, that have not been followed up on.

We recommended that the Postal Service renew the emphasis on monitoring previously
identified overpayments and disbursements, issue area-wide follow-up procedures that
adhere to existing policies, develop a system to track previously identified wage
compensation overpayments, and using information provided by the Office of Inspector
General (OIG), review the cases we did not audit to determine if appropriate
chargeback credits were received for those cases. In addition, we recommended the
Postal Service consider implementing the Southwest Area recommendations Postal
Service wide. Management agreed with the conclusions, recommendations, and
monetary impacts and actions taken or proposed should address the issues identified in



this report. Management's comments and our evaluation of these comments are
included in this report.

The OIG considers recommendations 1 through 5 significant and, therefore, requires
OIG concurrence before closure. Consequently, the OIG requests written confirmation
when corrective actions are completed. These recommendations should not be closed
in the follow-up tracking system until the OIG provides written confirmation that the
recommendations can be closed.

We appreciate the cooperation and courtesies provided by your staff during the review.
If you have any questions, please contact Chris Nicoloff, director, Labor Management,
at (214) 775-9114 or me (703) 248-2300.

Ronald K. Stith
Assistant Inspector General
for Core Operations
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EXECUTIVE SUMMARY

Introduction

This was a self-initiated audit. Our primary audit objective
was to determine whether the Southwest Area’s automated
and manual follow-up procedures were adequate for
monitoring previously identified wage compensation
overpayments made to employees who had returned to
work.

Results in Brief

The audit revealed that although the Postal Service had
issued sufficient policies, the Southwest Area staff did not
implement automated or manual follow-up procedures to
effectively monitor previously identified wage compensation
overpayments and third party liability refundable
disbursements. As a result, the Postal Service did not
receive proper chargeback credit adjustments from the
Department of Labor, Office of Workers’ Compensation
Programs, for approximately $286,000 of wage
compensation overpayments and refundable
disbursements. In addition, we project the Southwest Area
has about 223 cases representing wage compensation
overpayments valued at $702,000, that have not been
properly monitored or followed up. We could not project the
number of third party cases and associated dollar value for
refundable disbursements.

Summary of
Recommendations

We recommended that Postal Service managers renew
emphasis on monitoring previously identified wage
compensation overpayments and third party liability
refundable disbursements. In addition, area-wide
monitoring and follow-up procedures, and a system to track
previously identified chargeback credits are needed. Also,
using information provided by the Office of Inspector
General (OIG), the Postal Service should identify and
review the cases not audited in this report to determine
whether it has received the appropriate chargeback credits
for those cases. Finally, based on the prior audit results in
the Pacific Area and the finding contained in this report, we
believe that the Postal Service should consider
implementing our recommendations Postal Service wide.
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Summary of
Management’s
Comments

Management agreed with our recommendations to ensure
appropriate chargeback credit adjustments for wage
compensation overpayments and refundable disbursements
are received. They also agreed to renew the emphasis on
monitoring identified wage compensation overpayments and
refundable disbursements; issue area wide procedures to
implement Postal Service policies on monitoring
overpayments and disbursements for immediate use by
April 19, 2002; develop several spreadsheets to track all
previously identified overpayments; and to use information
provided by the OIG to review the cases that were not a part
of the audit in order to determine if appropriate chargeback
credits were received. Also, management agreed with the
monetary impacts in the report. In addition, management
agreed to implement the recommendations Postal Service
wide, and will perform follow-up management reviews
during fiscal year 2003 to determine the level of compliance
with these recommendations. Management’'s comments, in
their entirety, are included in Appendix D of this report.

Overall Evaluation of
Management’s
Comments

Management’'s comments are responsive to our
recommendations and the actions taken and planned
should correct the issues identified in this report.
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INTRODUCTION

Background

The Department of Labor, Office of Workers’ Compensation
Programs, has sole responsibility for administering the
Federal Employees’ Compensation Act. The act provides
wage compensation benefits for wage loss and permanent
impairment of specified members and functions of the body
incurred by employees as a result of injury sustained while
in the performance of their duties in service to the

United States.

The Office of Workers’ Compensation Programs
Chargeback System is the mechanism by which the cost of
compensation for work-related injuries and death are billed
annually to employing agencies for benefits paid on their
behalf, from July 1 through June 30 each year. The Postal
Service was billed for over $731 million in workers’
compensation expenditures in fiscal year (FY) 2001 of
which approximately $430 million were for wage
compensation charges. The Office of Workers’
Compensation Programs also issues a quarterly
chargeback report* that provides a breakdown of cases and
costs that appear on the yearly chargeback bill. The
purpose of the report is for the Office of Workers’
Compensation Programs and the employing agencies to
identify and correct errors prior to the annual billing. When
errors are identified, the Office of Workers’ Compensation
Programs makes appropriate credit adjustments which are
reflected on subsequent chargeback reports.

Our review focused on the Southwest Area’s efforts to
obtain credit adjustments for two types of errors--wage
compensation overpayments? (compensation
overpayments) and third party liability® refundable
disbursements* (refundable disbursements). The Postal

The Automated Compensation Payment System and Bill Payment System history files are combined on a quarterly
and annual basis to create the Federal Employees’ Compensation Act chargeback report.

*These are overpayments of compensation provided for wage loss to civilian employees of the United States for
disabilities due to personal injury or disease sustained while performing official duties. This type of wage
compensation does not include continuation of pay benefits.

*Third party liability claims occur when an injury is caused by a person or object under circumstances that indicate
there is legal liability on a party other than the United States government to pay the damages. The government has a
subrogation interest (that is, the right to recover any payments it makes should the employee collect money from

another source).

“The refundable disbursement of a claim consists of the total money paid by the Office of Workers’ Compensation
Programs from the Employees’ Compensation Fund on behalf of the beneficiary, less charges for any medical file
review or if applicable, medical examinations.

1
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Service has established injury compensation control offices
(control offices) and designated control points to monitor
compensation overpayments and refundable disbursements
to ensure the appropriate chargeback credit adjustments
are received. Monitoring requires control office personnel to
verify the accuracy of the quarterly chargeback reports and
to notify the Office of Workers’ Compensation Programs
district office of any errors within 90 days of the receipt of
the report. Notification must be accompanied by
appropriate documentation.

Objective, Scope, and
Methodology

We limited our review to focusing on follow-up procedures
related to previously identified compensation overpayments,
refundable disbursements, and a review of applicable
internal controls. To accomplish our objective, we reviewed
Postal Service policies and procedures associated with
compensation overpayments and refundable
disbursements. Further, we reviewed injury claim case files
and interviewed control office personnel from the Southwest
Area. (See Appendix A for complete objective, scope, and
methodology details.)

Our audit was conducted from May 2001 through May 2002,
in accordance with generally accepted government auditing
standards and included such tests of internal controls as
were considered necessary under the circumstances. We
discussed our finding and recommendations with
appropriate management officials and included their
comments, where appropriate.

Prior Audit Coverage

Postal Service Office of Inspector General (OIG), Workers’
Compensation Case Management (Report Number HC-AR-
98-001), dated September 30, 1998, concluded that the
Pacific Area performance clusters could benefit from
alternative procedures to identify instances of compensation
overpayments and manage compensation costs more
effectively. Specifically, the performance clusters:

* Did not effectively identify compensation
overpayments.

* Did not have current procedures that provided
effective and efficient identification of workers’
compensation overpayments.

2
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Postal Service management concurred with the
recommendations and the OIG concluded management
actions taken or planned should correct the issues identified
in the report.

President’s Council on Integrity and Efficiency, Consolidated
Report on the Audit of Employing Agency Workers’
Compensation Programs (Report Number 02-96-223-04-
431), dated February 16, 1996, issued by the Audit
Committee, was designed to evaluate the effectiveness and
efficiency of employing agency workers’ compensation
programs. Of the 13 OIGs included in the audit, all reported
on verifying the chargeback reports. Twelve of the

thirteen employing agencies were not adequately verifying
their chargeback cost reports. As a result, many employing
agencies were paying more in Federal Employees’
Compensation Act costs than was necessary. Ten OIGs
identified substantial overpayments and millions of dollars in
projected questionable payments. Overall, employing
agency officials agreed that improvements were needed in
the workers’ compensation program.

3
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AUDIT RESULTS

Postal Service The audit revealed that the Postal Service had sufficient

Paying More than policies to ensure appropriate chargeback credit

Necessary in Wage adjustments were received. However, five of the

Compensation Costs six Southwest Area performance clusters we reviewed did
not implement follow-up procedures to comply with the
policies. The sixth performance cluster had adequate
procedures but had not followed them since FY 1999. As a
result, the Postal Service was paying more than necessary
in wage compensation costs.

Policies Were The Postal Service’s policy” regarding the receipt of

Adequate appropriate chargeback credits directed the control office
and designated control point personnel to monitor
compensation payments using chargeback reports and to
immediately notify the applicable Office of Workers’
Compensation Programs district office of any overpayment.
Furthermore, the guidance instructed the control office to
follow-up with actions taken by the Office of Workers’
Compensation Programs on the identified overpayments.

In addition, Postal Service policies® also required the control
officer or control point supervisor to monitor the action taken
by the Office of Workers’ Compensation Programs on
refundable disbursement cases and to obtain periodic status
reports until cases were closed. The policies further
directed the control officer or control point supervisor to
monitor the progress of refundable disbursement cases still
in the recovery process.

Our review of these policies determined that following them
should enable control office staff to ensure the Postal
Service receives the appropriate credit adjustments for
compensation overpayments and refundable
disbursements.’

®Postal Service Handbook, EL-505, Injury Compensation, December 1995, Chapter 13, “Timekeeping and
Accounting,” Section 13.18, “Recovering Compensation Overpayment.”

6Employee and Labor Relations Manual — Issue 13, June 1998, and Issue 16.1, February 8, 2001, respectively;
Chapter 5, Employee Benefits, Subchapter 540, Injury Compensation Program, Sections 545.856 and 547.56 Third
Party Liability-Department of Labor Responsibility, and Sections 545.857and 547.57 Postal Service Responsibility.
"We are only referring to overpayments and refundable disbursements previously identified to the Office of Workers
Compensation Programs.
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Procedures Were We found that five of the six Southwest Area performance

Lacking clusters we reviewed did not have automated or manual
follow-up procedures to ensure the appropriate chargeback
credit adjustments were received from the Office of Workers’
Compensation Programs. The sixth performance cluster
had adequate procedures but had not followed them since
FY 1999.

According to the control office staffs at the six performance
clusters, they did not monitor the receipt of chargeback
credits because it was considered a low priority within the
scope of their overall workload requirements. We found
Southwest Area performance cluster personnel failed to
adequately monitor 66 out of 73 compensation overpayment
and 6 out of 8 refundable disbursement cases that were
previously identified to the Office of Workers’ Compensation
Programs as errors.

This resulted in approximately $286,000° in compensation
overpayments and refundable disbursements not credited to
the Postal Service. Specifically, for 260 injury claim cases
administered by the Southwest Area performance clusters
control office personnel, from January 1, 1995, to

December 31, 2000, the Postal Service or Office of Workers’
Compensation Programs had identified:

» Compensation overpayments valued at approximately
$212,000 for 73 cases, of which about $153,000 for
49 cases was not credited to the Postal Service.

» Refundable disbursements valued at approximately
$230,000 for eight cases, of which about $133,000°
for four cases was not credited to the Postal Service.
(See Appendix C for details pertaining to the
260 cases reviewed.)

Further, based on sample results, we projected that the
Southwest Area has about 223 cases representing
compensation overpayments valued at approximately
$702,000, that have not been monitored to ensure the
appropriate credits are received from the Office of Workers’

8after the draft report was issued, management provided us with documentation that identified a refundable
disbursement valued at approximately $74,000 which was previously credited to the Postal Service.
°During the course of the audit approximately $62,000 of this amount was credited to the Postal Service.
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Compensation Programs. We believe these are funds that
could be recovered and put to better use. We could not
project the number of cases with refundable disbursements
because there was no system in place that captures this
information.°

Potential Postal
Service-wide Issue

Previously, we reported in the OIG report, “Workers’
Compensation Case Management” (Report Number HC-AR-
98-001), dated September 30, 1998, that the Pacific Area
did not ensure that the Office of Workers’ Compensation
Programs had credited the Postal Service for approximately
$107,000 in overpayments. Based on the audit work in the
Pacific Area and the finding contained in this report, we
believe the issues identified may represent a problem Postal
Service wide.

Conclusion

We believe the development of monitoring and follow-up
procedures that implement existing policies would benefit
the Postal Service by ensuring appropriate chargeback
credits are received and thus funds are put to better use.
For example, during our audit we followed-up on a
previously identified refundable disbursement which resulted
in the Postal Service receiving a credit adjustment valued at
approximately $62,000. This adjustment reduced the
refundable disbursement balance of about $133,000 to
approximately $71,000.

Recommendations

We recommend the vice president, Southwest Area, direct
the area manager, Human Resources to:

1. Instruct control office staffs that monitoring and
follow-up on identified wage compensation
overpayments and third party liability refundable
disbursements is a high priority workload
requirement.

“The Postal Service is currently developing a new Injury Compensation Performance and Analysis System that may

capture this information.
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2. Develop and implement area-wide monitoring and
follow-up procedures that adhere to existing Postal
Service policies for identified wage compensation
overpayments and third party liability refundable
disbursements. At a minimum, the procedures
should include steps that identify:

* Who is responsible for monitoring.

* How the monitoring should be
accomplished, validated, and documented.

* When the area office should be consulted
and become involved when unsuccessful
attempts to obtain appropriate chargeback
credit adjustments occur.

3. Develop a system to track previously identified
chargeback credits for wage compensation
overpayments and third party liability refundable
disbursements.

4. Using information provided by the OIG, identify and
review the cases not audited in this report, to
determine whether the Postal Service has received
the appropriate chargeback credits for those cases.

Management’s Management agreed with the conclusions and

Comments recommendations to ensure appropriate chargeback
credit adjustments for wage compensation overpayments
and refundable disbursements are received in a timely
manner. Management also agreed that a renewed
emphasis on monitoring identified wage compensation
overpayments and refundable disbursements was
necessary.

Further, management developed new procedures that
emphasize monitoring and tracking results that will be
distributed area wide to implement Postal Service
policies on monitoring wage compensation
overpayments by April 19, 2002. In addition,
management agreed to review case files that were not a
part of this audit in order to determine if chargeback
credits were received.
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Recommendation

We also recommend the senior vice president, Human
Resources:

5. Determine whether the conditions identified in
this report exist Postal Service wide and where
appropriate implement recommendations 1 through
4 outlined above.

Management’s
Comments

Management agreed with the recommendation and issued a
Postal Service-wide memorandum dated, March 20, 2002,
to implement actions that can be taken immediately.

Further, during FY 2003, Postal Service Headquarters plans
to sponsor management reviews to determine the level of
compliance with the recommendations reported.

Evaluation of
Management’s
Comments

Management’'s comments are responsive to
recommendations 1 through 5 and the actions taken and
planned should correct the issues identified in this report.
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APPENDIX A. OBJECTIVE, SCOPE, AND METHODOLOGY

The scope of the audit was limited to 6 years of Southwest Area workers’ compensation
claims data administered by control office personnel from January 1, 1995, through
December 31, 2000, and focused on every week where an employee worked (or was
paid) more than 20 hours while also receiving workers’ compensation payments
covering that week. The 6 years of workers’ compensation claims data was comprised
of 5 full chargeback years and 2 half chargeback years.

We negotiated a computer-matching program agreement with the Department of Labor,
Office of Workers’ Compensation Programs and performed a computer match of Postal
Service payroll files against the Federal Employees’ Compensation Act records to
identify all employees who received dual benefit payments for the same timeframe.

In support of the audit objective, we employed a two-stage sample design that allowed
statistical projection of both the number of cases and the net dollar overpayment
amount associated with the cases not credited. The Southwest Area audit universe
consisted of 1,106 injury compensation cases with a wage compensation value of
approximately $5,841,711 for cases with “service from” and “service to” dates separated
by 28 days. Southwest Area office cases, intermittent wage compensation payments,
initial wage compensation payments that were retroactively paid, and rural carriers who
are paid on a daily basis were excluded from the universe. In addition, this audit did not
include a review of continuation of pay compensation payments, medical payments,
schedule awards, and death benefits. See Appendix B for the complete Statistical
Sampling Plan Methodology details.

We relied extensively on computer-processed payroll data contained in the Postal
Service’s payroll pay data hourly history file and computer-processed wage
compensation payment and case data extracted from two of the five subsystems™! of
the Federal Employees’ Compensation Systems. We also relied on prior audit work
performed by the Postal Service OIG on the FY 2000 Postal Service financial statement
audit to assess the payroll function’s general controls, and Department of Labor OIG
prior audit work on the FY 2000 Special Report Relating to the Federal Employees’
Compensation Act Special Benefit Fund policies and procedures. In addition, we traced
statistically selected data to the source case management documentation. Based on
prior audits results and alternative testing procedures performed during the audit, we
assessed the reliability of these data, including relevant general controls, and found
them adequate. As a result of tests and assessments, we consider the computer-
processed data significantly reliable to satisfy the audit objectives.

e performed a computer match of Postal Service payroll data with workers’ compensation payment data
maintained in the Automated Compensation Payment System and specified case data contained in the National Case
Management File.
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APPENDIX B. STATISTICAL SAMPLING PLAN METHODOLOGY

Purpose of the Sampling

One of the audit steps in this audit was to determine the number of Southwest Area
compensation overpayments and refundable disbursements that the Postal Service or
Office of Workers’ Compensation Programs had identified out of the sampled cases
and, for those identified cases, to determine whether the Postal service had followed up
to ensure that the chargeback reports had been properly credited. In support of this
audit step, the audit team employed a two-stage sample design that allowed statistical
projection of both the number of cases and the net dollar overpayment amount
associated with the cases not credited.

Definition of the Audit Universe

The audit universe consisted of 1,106 injury compensation cases with a wage
compensation value of approximately $5,841,711 in the Southwest Area, for cases with
“service from” and “service t0” dates separated by 28 days. Southwest Area office
cases, intermittent wage compensation payments, and initial wage compensation
payments that were retroactively paid, and rural carriers who are paid on a daily basis
were excluded from the universe. In addition, the audit universe did not include a
review of continuation of pay compensation payments, medical payments, schedule
awards, and death benefits. The universe data was obtained from the computer-
matching program agreement between the Department of Labor, Office of Workers’
Compensation Programs and the Postal Service OIG.

The audit universe was derived from 6 years (5 full chargeback years and 2 half
chargeback years) worth of workers' compensation claims data from January 1, 1995,
through December 31, 2000, matched with Postal Service payroll files for the same
timeframe. The scope of the audit focused on all weeks where an employee worked (or
was paid for) more than 20 hours and also received a workers' compensation payment
covering that week. The only workers' compensation payments used to match against
payroll were payments issued in 28-day payment cycles.

The audit team did not try to evaluate overpayment cases within this universe that had
not been previously identified by either the Postal Service or Office of Workers’
Compensation Programs as a compensation overpayment. There was no universe that
could be predetermined for such cases.

10
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Sample Design

The Southwest Area was randomly selected from the ten Postal Service areas in
existence at the time we started our audit. We used a two-stage sample design that
allocated an overall sample size of 260 cases among six locations (performance
clusters). At the first stage, six out of the seven Southwest Area performance clusters
were randomly selected; the Houston Performance Cluster was not selected for review.
Then at the second stage, 40 cases were randomly selected for review per

three locations, except for Dallas and Fort Worth with 60 and Arkansas with 20 cases.
The Dallas and Fort Worth clusters were further stratified to accommodate a universe
correction that was made before the other clusters were sampled. Our plan was to
provide a two-sided 95 percent confidence interval with a 7 percent precision, based on
auditor expectations of approximately a 50 percent level of compliance on some
attributes. The allocation of the samples is shown in Table 1.

Table 1. Southwest Area Universe and Sample Counts

Performance Total Cases |Total Cases
Cluster Number |Performance Cluster Name in Universe | in Sample

720 ARKANSAS PERFORMANCE CLUSTER 31 20

752 DALLAS PERFORMANCE CLUSTER 269 40

62 20

760 FORT WORTH PERFORMANCE CLUSTER 155 40

48 20

770 HOUSTON PERFORMANCE CLUSTER 190 0

700 LOUISIANA PERFORMANCE CLUSTER 117 40

730 OKLAHOMA PERFORMANCE CLUSTER 115 40

780 RIO GRANDE PERFORMANCE CLUSTER 119 40

Total 1,106 260

The random selection of performance clusters and cases was made using the Army
Audit Agency’s Statistical Sampling System package, dated 1992, and the Audit
Command Language packages, respectively.

Statistical Projections of the Sample Data

Methodology:

Sample data were projected using the formula for estimation of a population mean and
total for a two-stage sample, as described in Chapter 9, of Elementary Survey
Sampling, Scheaffer, Mendenhall, and Ott, c.1996. The Dallas and Fort Worth stratified
samples were analyzed according to Chapter 5 of Elementary Survey Sampling before
being combined with the two-stage analysis.
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Projections:

Total amount of wage compensation overpayments not credited

In the sample, we observed wage compensation overpayments amounts ranging from
$0 to $72,244 per performance cluster (or $0 to $25,098 per case). Based on direct
projection of the sample results, we are 95 percent confident the total amount of wage
compensation overpayments not credited is $139,652 to $1,264,832. We can be
somewhat more specific about the lower bound, however, because we know from the
audit actual findings that at least $152,521 was not credited just within the sample items
themselves. The projection of the wage compensation overpayments not credited is
$702,242 (average of about $637 per case).

Number of cases wage compensation overpayments not credited

Based on projection of the sample results, we are 95 percent confident that between
124 and 321 of the 1,106-wage compensation overpayment cases (8 percent to

32 percent) were not credited. The unbiased point estimate is that 223 or 20 percent of
the cases were not credited.
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APPENDIX D. MANAGEMENT'S COMMENTS
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POSTAL SERVICE

april &, 2002

ROMALD K. STITH

SUBJECT: Draft Axlit Ropoert  Sgutbwest Arca's Efforts in Obtaining
Appropriate Chargeback Credits for [cenlifiee Wage Compensation
COwverpayments and Refurcable Dishursements
(Repart Mo, LH-AR-12-DRAFT) ‘

It is notec you requested a conseclidated repart thal includes boty Headquarters and Southwest Area
responges to your recenimendat ors. Because the Sout wesl Area responded diractly to your office
{copy attacned), a consolidated response at this lime does nol appear 1o be warranted. Bowever, he
area’'s response has heen reviewsd and 1 agres with its propesed actiors.

The findings of this repaort were carrmunicsied o the vice presidents. Area Operations, o March 20
reopy atlacaed). Inthat memarandum, reeommendations wers made regarding aictions that can be
aken imeediately. These actians will greatly ~educe the likelihood of erronscas wage loss
carrpeasation payments and thind-psnty recovery disbu-serments from coourr rg in the future,

During fiscal year 2003, postal headquarters will sponscr audits and reviews 1o detenmine the
level of camplisnce with these recommendations.

The work of the gudit toam =rd the epportunity te resporc to tnegi- recommercaions is apprec zed,

For fusthe- in‘ormalion, please contact Ronald E. Henderson at (202) 268-2587 or Richard Baug- al
{707 PER-36T8.

7 -
i; 3 -
Sufanne F. Medy dovibh

Attachmenis

o, George L. Lopez

AR [H
Foz. BO2-ELF-A0m

want LEDS CCGI

14
Restricted Information



Southwest Area’s Efforts in Obtaining Appropriate LH-AR-02-003
Chargeback Credits for Identified Wage Compensation
Overpayments and Refundable Disbursements

Suzanng F. MEDVIDOVICH
WIGE PRESIDENT
HudiiN RBECURCES

UMITED STATES
POSTAL SERVICE

March 20, 2002

¥ICE PRESIDENTS, AREA OPERATIONS
MANAGER, CAPITAL METRC OPERATIONS

SUBJECT: USPS-DIG Audit of Injury Gernpensation Program
(Overpaymeants and Third Party Recovery Trecking)

| recently reviewsd the abaove referenced LS. Postal Servica Office of Inspector Genearal {Q1G) audit
of the Injury Compensation Program, speciflcally lhe administration of overpayments and third party
program racoveries In ong of the arsss. The audt found that the area dig not have adeguate manual
or automated procedurss to effectively monttar Klenttfied wage logs compensation overpayments or
third party refundabils disbursemants. Further, the audit |dentiflad that the area did not fallow up to
enaure the appropriafe credft adjustments wars credited! back to the Poslal Service, Thie report
follows & 1998 OIG eudft that had Idenlified similar issues.

During this eritical financial period it i& imperatie that we take advantage of avery oppartunity to stemn
the autflow of funds and bring revenus back fo the Postal Service. The CIG found that we did net
receive chargsback cradit adjustments for approximataly $360,000, and projectad &n addRional 223
comnpansation cases that have not been lollowed up on that are valued at 702,000, if thase findings
ara representativa of what fa accurring In other argas, our potential sevings could easily be in the
milliens of dollars.

In order fa limit such cecurrences in the futurs and madmize our recoverias, we are making the
follewling recommendations:

s Wage Compensation Overpayments

Igsue — Employess on the CWCP periodic roils continue to recsive benefits whils in a
LISFS pay status, upon return-ta-work.

Recommendation — Area offlce should take appropriate actions 1o ensure Hmely fermination of OWCP
henefits upon a perodic roll employes's returh to work.

1. Inftlate notification process to OWCP of an impending retum-to-worki employee. This can includa
a phene conversation/message andfor fax to the appropriate daims axaminer.

2. Nuotify the employee of potentlal non-entitfement of any future OWCP payments through the
appropriate manager to evoid any overpayment.

3. Monitor 2 change in pay status (PR ta MC, etz.) and termination of compansation benefits in the
Agency Query Systam (ACQE) and Warkers’ Compeansation Infarmation System {WCIS). The
HRIS Call-up Messaging Systam, Excel spreadzhests, manual lags, ste., shoukd ba used to track
the ahove activity.

ATE L ENFNT PLaZs, Sl
WasHnar's, OO 20EA0-4000
202 2R A00

Fax 212 2804308

W LEPA a0
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Southwest Area’s Efforts in Obtaining Appropriate LH-AR-02-003
Chargeback Credits for Identified Wage Compensation
Overpayments and Refundable Disbursements

= Third party recoveries are not being properly cradited to the agency chargeback.

Reccrnmeandation — Area office should establish/soordinats & system to track OWCP perlodic rolls
third party recoveries, to include the following:

1. Send the third party recovery package 1o tha OWCP. Maintain a copy in the ICCD file,

2. Monitor cradits in the WGI5S. Use ona of the following to track this activity: the HRIS Call-up
Massaging System, Excel spraadshests, or manual logs.

3. Establish a means by which direct follow-up with the OWCP can be accomplished when the
appropriata credit doas hot acelr In & timely fashion (two accounting perfods, ete.). This could
includa referral 1o the area office far assistanca.

Thank you in advance fer your prompt attention to these izsuss,

F 77 leoh i o
Suzakhe F. Medvidovich

ve:  Managers, Human Resources (Aroa)
Human Rezourcez Anzlysts, Injury Compensation {Araa)
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Southwest Area’s Efforts in Obtaining Appropriate LH-AR-02-003
Chargeback Credits for Identified Wage Compensation
Overpayments and Refundable Disbursements

Gropce L, Lewsz

Eumrsn STATES . :
POSTAL SERVICE . -

April 2, 2002

Raonald K. Stith
Aasistant Inspector General
For Cora Operatians

Subject:  Crafl Audit Report — Southwest Area’s Efforts In Ohtaining ApproprHate
Chargeback Credlts for ldenfified YWage Compensafion Overpayments
and Refundabie Dighersements
fRepart No, LH-AR-02-DRAFT)

We have reviowed the draft audi report joentfled above, and we generally agree
with its cenclusions and recommendations.

Wa agrea compleiely that a renewed emphasis on monitoring fdentified
overpayments and disbursements is necessary. Cur first step was o ensure that the
Injury Cormpensation units in =sach digtrict are aware that the Office of Workers'
Compensation Programs {OWCF} is responsible for crediting cverpayments to the
Postal Service and {hat the Postal Servics Is reguired {o monitor that process. We
hava alzo developed new pracedures that will be employed area wide to implsment
Postal Service policies on montteing overpaymants. We expect to complete our
ntarnal review of this Overpayment Standard Operating Procadurs (OP SOP) not
later than April 12, 2002 and 1o distribule the procadurss to the District Infury
Compensation offficas, for immediate use, by Apnl 19, 2002. Wa bellave that the new
DP S0P, with its emphasis on monitoring and fracking of resuls, will result in
nigactive management and monitering of overpayments.

We are providing with this response & copy of the Draft Overpayment Standard
Operating Procedure, including flowcharts for the process.

We fully agree with the recommendalion to review casa files that were not a part of
ithis audit in order to determine if chargeback credits were received. A spreadshest
gimilar to that wilized by the OIG, will be utilized to accurateiy frack all previously
identified overpayments. The process of reviewing non-cument case files is
cumbersoms and fima consuming, end wa anticipate there will be some challenges
fo moccomplishing the task. MNevertheless, we will assess Area resources and the
possibilily of seeking essistance from HQ to schadule and accomplish this audit.

Wa do not expect that there will be any significant additional costs to the Postal
Service when the manitoring procedures are incomporated in the routine handling of
injury compensation cases. As noted sbove, it could be costly, however, to Teviow
non-current cacas to ascertain and follow-up on chargeback credits and
reimbursements. Another factor thaf impacts the suctess of any monitoring program

PO Sowe 222748
Dalows T THEE2-4T44
2 A-E15-BEAEN

T 2449059507
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Southwest Area’s Efforts in Obtaining Appropriate LH-AR-02-003
Chargeback Credits for Identified Wage Compensation
Overpayments and Refundable Disbursements

Ranard K. Stith
Page 2
April 2, 2002

is the OWLF's decisfon to waive wage ovarpayments on some cases.  Through
estabfished channels, we will keep the VP for HR infonmed about our new
proceduras ta monitor overpayments, including the actual results we are able to
achiove when the procedures are fully in place. We will alsa open discussians with
Headrguarers Management on a range of OWCP-related issues that hava the
potential 1o protect Postal Service funds and o streamiline the pracazses involad.
We think this process could be begun in May of this year, with developiment of a
manageable list of issuss, identfied by priority.  Together with Headquarers
hMarageimsnt, we can then develop & calendar for addressing them in an arderly
fashion and within the context of the transformation pian that the Postmaster
Generzl will shortly announce. Among the issues that wa hope to explore further
with Headquarters arg the following:

+  That OWCP cansider callecting overpayments from clamants who were fimely
nolified. This could prevenl unnecassary wawers and gnsure the Area's
chargehack is credited. i

»  Support of regufatory changes that would allow the Posia! Service fo collect
overpayments from employees who have been timely notifizd of the existence of
an overpayment, but have falled 1o repay the funds. This could preclude
urnecessary waivers, resulting in greater protection for pasial funds.

+ That standard operating proceduras for overpayment be included in the revision
af tha EL-505, the Bazic Injury Compensation course, and as part of the review
procass in the Program Review Giidelines. :

« That the Postal Sewvice cansider interna! self-audits to be conductad on an
annuat basis.

» That the CIG share examples of best prastless sa that selaudifs can be &
paositive leaming experience.

w That the QIG provide technical support o cur efiorts {0 identify wage
overpayments 35 well as third-parly overpayments.

For further information, contact Carol Garvey at (214) 318-8860 or Arsenia P.
Rhaden at (214} 267-3
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Southwest Area’s Efforts in Obtaining Appropriate LH-AR-02-003
Chargeback Credits for Identified Wage Compensation
Overpayments and Refundable Disbursements

MaraGER, Humak RESOURCES
SOUTHWEST AREA

UNITED STATES
POSTAL SERVKCE

April 28, 2002

Ronald K. Stith

Assistant Inspector General
For Core Operations

1735 N Lynn St

Arlingtan VA 22208-2020

Subject:  Draft Audit Report — Southwes! Area's Efforts in Obtaining Appropriate
Chargeback Credits for Identified Wage Compensation Overpayments and
Refundable Disbursements
{Report Mo. LH-AR-02-DRAFT)

Dear Mr. Stith:

This is in response to the recent request for our views on the monetary impact,
specifically the validity of two of the team's findings relayed in the draft audit report
identified above,

In the sample of cases the team selected for examination, they found actual wage
compensation overpayments of about $153,000 in 49 cases. From that sample, the
team prejected that the Southwest Area has about 223 cases representing wage
compensation overpayments valued at $702,000.

The draft audit report described the team’s overall methodology and statistical sampling
plan methogiology in, respectively, Appendices A and B. Based on those descriptions,
we do nat disagree with the report’s findings as to wage compensalion overpayments.

We appreciate the opportunity you afforded my staff to further review and discuss your
team’s findings and the courtesy and assistance you have provided.

] '
AL A Lkt e/

Carol Garvey a

PO B 225459

DaLLas TX 75222-5450
2 4-5E13.8602

Fax: 214-506-5224
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Southwest Area’s Efforts in Obtaining Appropriate
Chargeback Credits for Identified Wage Compensation
Overpayments and Refundable Disbursements

SOUTHWEST AREA
INJURY COMPENSATION

| > S i

LH-AR-02-003

OVERPAYMENT SQP
IBENTIFICATION AND CORRECTICN

Peoatal Policies on racovaring companszation overpayment ang writtan in Postal Service
Hancbaook, EL-505, injvy Compensabion, December 8085, Chapier 13, Timakaeplng
and Ascouniing, Section 13.18, "Recovaring Compensetion Cverpayment.”

The Distriet [njury Compengation Mansger I8 responsible for implemantation and
managemant of tha precaedures outlined in the Overpaymant SCP.

1.

2

Pagaield

All raturn {o work adivity musl be trackad and documentad in the case flla.

Netify OWCP Claima Examinar via amail when tha employes retumns to work.
Follow-up with & copy of accapled Job offer, # applicable.

For all empioyesa retuming to work from OWCP rolle:  Immedialsly upen the
employes’s refumn o work, issue lgtter [(neticel.doc) regarding potential
ovarpayments Yo each employes. Copy OWCP and the supervisor.

Employess rafutning to work lesa thap full tima from OWCP rolls: In addition to
Step 3, If ihe amployea retums to work for fass than full fime, verify in the Agency
Ciuery Systam (AQS) thal compensation has baen properly adjusted and as0 issue
letter {pwflla. doc) to advisa emplayes to com@lete CA-7 and CA-7a for partial nours
compansaton.

Notify Personnal Sefvices by process PS Form 50 to change from LDC B7 to
productive LD, where applicable.

Raviaw (AQS) on an Ascounting Pericd basls untd it refiects that the “Cument Caze
Status” has been changed appropriately. Decument file.  H no overpayment axists,
proceed with regular casa managemant procedures.

Each accounting paricd, reviaw the Chargeback Datail Repart (PHCS31P1) In WCIS
{Shorteut Code ROS7S) lo ensure wage loss compensation payments have begn
terminateri ar reduced appropriately. Document file accordingly.

It is important to aveld dual payments by USPS and OWCFP, tharsfors, when an
ampleyes réliims fa work part fime, [Hjury Compensation must advise tha supsrvisor
to [nput holiday, sick or snnual laave only for the number of hours as thoss workad,
Thizs will avold dual payment by USPS and OWCP. Use spreadshest
{receivabios/pwiist.xls) to track employees whe have refurmed to work at kess than
full tima. This spreadsheet muest be distibufed to employes's supervisors prior jo
avary hollday, Supervisors should malntaln this spreadaheet unfl its updata |s
iazued.

If compensatien hes not baan terminated or reduced appropriately, proceed lo
Callectlon and Fallow-Lip.
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Southwest Area’s Efforts in Obtaining Appropriate
Chargeback Credits for Identified Wage Compensation
Overpayments and Refundable Disbursements

Paga? ord

COLLECTION AND FOLLOW-JP

. It an overpaymant ia idantifled, issue letter (owsp 1. dod) o GWCP, with & cogy to the

emplayea and the superyisar.

Each Accounting Parlod, monftor for respanze from QWCP. If OWCF does not
corect and dedare an ovarpayment, send or fax a follow-up letter [owep2.dac).

Liss Excsl spreadshest (racefabiesioverpaymentxis} o manitor and track the
status of Ihe averpayment and Chamgeback credits. Raview each accounting pernod,

Whien cradit haa baen verifled, place a copy of the printout verifying recovery in fila.
Document file when overpayment (s deductad from 3chedule Awand, ar continuad
compansation, ate. .

Deocument file when amployes is working il time and OWCP has requested a
salary offsal tn rapay ovarpaymant, -

When cverpayment is baing deducted from pay and employee resigne or is
terminated, coordinate with Financs to ensure overpaymant is deducted from
tsmminal leave andfor ratirement funds. This must ba done prior to gsvance of the
final check. :

After all the abova sieps have been taken, and OWOCP has faiked 0 credit tha
ovarpayment within ong Postal quaner, conault with the Area Human Resourceas
Analyst for further ection.  Submil evidence of your documaenied efforts ta get the
credit, along with your refermal.

Use recoivablsfoverpayment.xls spreadshest to tack all waivers of overpayments
declared by OWCP and enler the iofal amount to account for unrecoversd

overpayments.
Submit copiss of Spreadshasts to Arga Analyst on a quartesdy basls,
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Southwest Area’s Efforts in Obtaining Appropriate LH-AR-02-003
Chargeback Credits for Identified Wage Compensation
Overpayments and Refundable Disbursements

THIRD PARTY RECOVERY CREDIT

Postal policies an manitaring for thind party recovery cradlt are written in Chaptar 5,
Employas Benafits, Subchapter 540, Injury Compansation Program, Sectlen 547.56,
Third Party Racovery Action, OWCP Rasponsibility, and Secticn 547.57, Postal Senvice
Respansibility.

The District Injury Compensation Mahager |s responsibla for Implementation and
management of the procedurgs cutfined in Third Party Recovery Credit SQOP.

1. Fuollow estabfished proceduras sat {orh In ELM-547, Third Pasty Liabillly and
EL-505-10, Third Party Liabilly.

2. Be sure to send tha third pary rucwary check aleng with P8 Fonn 2558, with
claimant's name and case numbar, to the proper address so that the Postal aceount
can ba credited proparly. Par EL-505 Appendix B, "OWGCP District Office Lackbox

Dapository.”
3. Follow up en the siatus of Third Party Recovary Cradits with the OWCP Fiscal

Officar by emails. Document your afforts using the Excel spreadshest
(receivablasthirdparty.xls).

4. [f recovery is not credited within one Postal quarter, consult with the Area Hurnan
Resourcas Analyst for further acion. I the casa is raferred fo the Area, submit
evidance of your documented efforts to get the credit, along with your referral.

5. When credit Has been verffied, place a copy of the Chargeback detail In the fie to
document credit. Exclude from documents placed In a case fike information sbhout
any other ampioyea.

8. Doeument any olhar related actions cn the Injury Compensation claim contral
raglster. If nocessary, the trecklng spreadaheet musl ba reviewed and updatad,
sach accounting period.

7. Submilt copies of Spreadsheets to Area Analyst on a quartery basis.

Page 3f3

22
Restricted Information



Southwest Area’s Efforts in Obtaining Appropriate LH-AR-02-003
Chargeback Credits for Identified Wage Compensation
Overpayments and Refundable Disbursements

INJURY COMPENSATION

UMNITEDSTATES e i i
POSTAL SERVICE

<DATE>

<Employes Nams>
<Address>
<City, State Zip+d=»

RE: <Claim Number>:
Return to Work Date: <DATE>

Dear <Employee Name>:

Yoau recently returned to work fallowing yeur absence due to vour job related injury. The
Cffice of Workers' Compensation Programs (QWCP) was notified of this action and
requested to terminate your compensation payments,

Be advised, if you continue to receive compensation from OWCP for lust wages whila in
a pay status with the Postal Service, you must notify the Injury Compensation Cantral
Office (ICCC) immediately to maks arrangements to refund the overpayment.

The Faderal Employees’ Compensation Act at 5 USC 8128 autherizes 1he racovery of
compensation overpayments. Therefore, if you do not return compensation payments
you are not entitled to, you will be in an overpayment status and action will be taken to
collect the monies.

Please call tha Injury Compensation office at woexxx-000¢ if you have any guestions ar
concems.

Injury Compensation Manager
District

cc. OWCP
Supervisor
File

CERTIFIED MAIL:

notice1.doc
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INJURY COMPENSATION

UNITEO S FATES R -
POSTAL SERVELE

<DATE>

=Mame=
<Acddress>
<City, State, ZIP+4>

Re: Claim Number: <NUMBER=>
Return toc Work Data: <DATE=

Dear <Employee Name>:

You recently returrsd to work for less than your normal work hours.  Therefore, you
shauld file forms CA-T and CA-7a to claim partial wage loss benefits from the Office of
Workers' Compensation Programs {OWCP). These forms should be filod every wo
weeks unless OWCP notifies you otherwise; or your doctor releases you to wark full time.
If your doctor gives you a full time work release, you showld nctify the Injury
Compensation Cffica immediately,

Your supervisor should input your time each day with <X _> hours |CD-LWOP, TACS
code 048

in addition, please be aware that holiday, sick, and/or annual lzave used will ba
aquivalent to your current scheduled work hours. For instance, if you normally work §
hours, and recaive 2 hours 100-LWOP, yuu are only ealilled to receive 8§ howrs of lgave
pay. If vou receive § hours pay from the Postal Service for any day that you receive
OWCP compensation for partial wage loss, the extra hours are subject to being declared
an overpayment. Cellection and recovery will he pursued as deemed appropriate.

Should you have any questions regarding this matter, please contact me at <{XXX} XKX-
XAXRK=,

Sinceraly,

Human Rescurces Specialist
District

Enclosures CA-T, CA-Ta
oo OWCP

Supervisor

File

pwfile dec
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INJURY COMPENSATION

UITEDSTATES
POSTAL SERVICE

<DATE>

Claims Examiner
<OWCP District Cffice=
<Sireat>

<City State Zip+d>

RE: <Claimant Name=
<0=
=Clairm Number>

Dear Claims Examiner;

The above refercnced claimanl relurmed o work on <DATE=>.  Be advised lhal lhe
claimant was notified wvia letter {(copy altached) of the steps to be taken to awvoid a
potential overpayment status.  After a review of the file we've determined an
averpayment may exisi -

The rasult of our revisw of this case revealed the following:

*Oescription of situation that creafted the overpayment”.
Based on the ahove information, we are requesting you declare and pursue recovery of
an overpaymerl.

Please feel free to contact me at <xxx-xxx-xxxx> if you have any questions or concerns.

Injury Compensation Manager
<District=

Attachment

ce: Employee
Supervisor
Fite

owepl.doc
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INJURY COMPENSATION

==y LNITER STATES
PCATAL SERVICE

DATE

Claims Manager
<OWCP District Cffice>
<Sireet=

<City State Zip+a>

RE: =Claimant Name>
<0Ql=
<Claim Mumberz

Dear Claims Manager:

On <DATE)> we wrote lo the claims cxaminer {letter attached) advising lhal we had
identified an overpayment ragarding the above reference case. As of this date we have
not gotten a response.

Please advisc whal aclion has or will be taken to correct this overpayment situation,

Your prompt reply is appreciated. Please feal free to call me at <wo-soe-ooee> if you
have any questions or concerns.

injury Compensation Manager
=[tistrict=

Attachment

ot Employee
Supervisor
File

owcp? doc
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overpaymanl
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AP
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OVERPAYMENT RECOVERY

District

b0t | tvarmyment| Employeni OWCP | oWCP
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'

cortinue case

Cocument fle and
Imanagement

J

>

Crwarpayresnt 30F
TWA! DA

OVERPAYMENT SOP
IDENTIFICATRON AND GORREGTION

EMPLCYEE RETURNS TO WORK
Track and document In case e

¥

Muotify OWCP vin email of returm Lo wark

mnd iwsue laker o employea
[rofice]. doc)

r

w

r

Full Time

Review AQS. Hag currert

Advise persanne] fa oot -
Fom 50 to change from
LOCST to preductive LOC )

LH-AR-02-003

casa stalis changed |4
apprapriately?

o>

Ravlew WCIS
Lhargeback Detal
Repart {RO97E), Haa
compensation boan
terminated/ redusced ?

<>

Procesd to Coftecton
and Foliow up
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OVERPAYMENT SOP
COLLECTION AND FOLLOW UP

Owverpavmient CWERFAYMENT Owerpaymart
idantlflad ty USPS DENTIFED Idertifed by QWTP

b
laaus [etter (owept. doe) to

= OWCE regarding overpaymenl

Ly wicopy Lo Suparvisor and

amployse

'

Each AP track and review
WEIS Chageback.

| Credit recobved?
(recaivobiss/overpayment. xis)

Place a copy of chargeback credil in
file. Document fila wher eradits are

taken from Schedule Awards and Issaa follaw up
contiued compensation paymerds. istar (owop2. doct
{3 OWCP
regarding
overpayment
¥
Each AP track end review
WCIE Champeback for oradit.
Credit recelved?
{receivabias/overpaymer als)

Doewmient file when salsry offsat
has been requested by OWCP. ([ ‘ Use spraadshest -
smplayen is lerminated or resigns . me.tmmw m"‘:‘: }
coordinate with fingnce to resover |- 2 "":‘;"'e"
wawmt from tarmingl leave mpemﬂ a docurmnsnt
andfar retirement fund. flie.

If credit not recalved within

ong Postad Cruarter refer
case ta Araa HR Analyst for
furlher action.
Crvarpaymant SOP
BWMA |G - Q0202
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Southwest Area’s Efforts in Obtaining Appropriate
Chargeback Credits for Identified Wage Compensation
Overpayments and Refundable Disbursements

THIRD PARTY RECOVERY CREDIT

<>

Fallow procedures in ELM-547
and EL-505 Chapter 10

¥

Sard mcovery check bo lockbox eddregs
not o OWCP district cffice.
District address can ba found in EL-505

Appendix B

l

Each AP track status of
recovery cradit.
Credit received ?
{reeivablasMhirdparty. xis)

managamant

Flace a copy nf-the chargeback
credit in file and continue casa ¢

Croarpaymaent S0P
WA IC - J40202

:

Decument relaled actions onthe
clairn cortrol register. Review and
update spreadshest

(receivaklesthirdparty. sds)

F
If eredit not received
within one Posataf Duarter
rafar caze [ Area HR
Analyst for further action
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